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Letter Transmitting the Report. 


Members of the American Economic Association: 


The Committee on Public Finance, appointed by 
the Council of the American Economic Association, 
have requested me to transmit the following report. 
Your committee have, during the past year, turned 
their attention to an investigation of the relation 
of the modern municipality to certain businesses of 
a quasi-public nature. It may be well to say frankly 
at the outset that the result of their investigation is 
to them the occasion of grave disappointment. It 
was their desire to make a full and complete por- 
trayal of the facts pertaining to municipal public 
works in the United States. This they soon discovered 
was impossible. To say nothing of the time which 
such a task would have required for its satisfactory 
completion, the money at the disposal of the com- 
mittee was not adequate to the needs of so extended 
an investigation. The Association must have funds 
with which to endow investigation or its so-called 
reports will be nothing more than the theorizing of 
individual members; and this, your committee under- 
stand, is the one thing against which the Association 
has set its face. 

The report is made up of five parts, as follows: 

I. A paper on the “ Relation of Municipal Govern- 
ment to Public Works in the United States.’’ This 
may be regarded as the general report of the com- 
mittee. Although thrown into shape by the chair- 
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man, it is the result of the work of the entire 
committee; nor could the facts, meager as they are, 
have been gathered without the courteous assistance 
of many gentlemen besides. The committee desire 
to make public acknowledgment to Mr. Bridgeman, 
of Boston; to Mr. Hodder, Instructor in Political 
Economy in Cornell University; to Mr. Jones, of 
Philadelphia; to Professor Woodford, of Bloomington, 
Ind.; to Professor Macy, of Iowa College; to Dr. 
Shaw, editor of the Minneapolis Tribune; to Professor 
Snow, of St. Louis; to Mr. Kasson, of Des Moines; to 
Judge Howe, of New Orleans; and to many others 
who have rendered perhaps equal assistance. The 
object of this paper is two-fold. First, to impress 
the fact that industries of the nature considered are 
superior to the satisfactory control of competition. 
Second, to show how far this fact has been recognized 
by municipal authorities, and what means they have 
adopted to guard the people against the abuses of 
corporate power. 

II. The second part of the report is in the form 
of a letter from Dr. Knight, of the Ohio State Uni- 
versity, relative to the question of water-works in 
the United States. Dr. Knight undertook the most 
difficult of the special questions for investigation, 
and it will be observed that his letter is a statement 
of the difficulties he has encountered and a promise 
of a complete report in the future. The Association 
may then regard this as a report of progress. It 
seemed best to make the letter public, because it 
shows the spirit in which the entire investigation 
has been carried on, and it impresses again the fact 
that the Association cannot expect to accomplish its 
purpose unless it has funds at its command. 





503 | Letter Transmitting the Report. 9 


III. The title of the third paper in our report is, 
«Electric Lighting in the City of Detroit.’ Mr. 
Charles Moore, who furnishes this paper, is one of 
the editors of the Detroit Hvening Journal. The 
sketch which he gives us is interesting as showing 
that, although competition may exist for a time 
between various methods of lighting, it cannot be 
relied upon to secure justice to the citizen tax-payer. 
The paper also contains the most complete list of 
prices for electric lighting which has yet been pub- 
lished, and claims our further attention by narrating 
the experience of a few towns in which the electric 
lighting plant is public property. 


IV. The fourth paper, upon “Municipal Revenue 
from Street Railways,’’ is prepared by Dr. Davis R. 
Dewey, of the Massachusetts Institute of Technology. 
It undertakes to show the manner in which American 
cities can derive revenue from street railways, and 
the extent to which they have availed themselves of 
their rights in this matter. 


V. The last paper in our report, under the title 
of ‘*Powers of Municipalities Respecting Public 
Works,’”’ was prepared by Professor Goodnow, of 
Columbia College, New York. It is the object of 
this paper to show, in the first place, the general 
powers enjoyed by American cities, and to com- 
pare these powers with such as are granted to 
municipal corporations in England, France and 
Germany. Its second purpose is to show how far- 
continental municipalities avail themselves of their 
privilege to own and manage public works. 

It may be asked why the commiftee have excluded 
from their report an investigation into the condition 
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of the gas industry in the United States. Their reply 
is, that the Association has already published one 
monograph on the Relation of the Modern Munici- 
pality to the Gas Supply, and it seemed best to direct 
their limited energies to other questions. And it may 
also be said, that the committee have entered upon 
a correspondence which they hope will result in a 
monograph relating the experience of the city of 
Richmond, Va., in the public ownership and manage- 
ment of gas-works. 
All of which is respectfully submitted. 
Henry C. ADAMS, 
Chairman of the Committee. 


ANN ARBOR, MICHIGAN, 
February 1, 1888. 
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Relation of Municipal Government to Public Works 
in the United States. 





BY H. C. ADAMS, PH, D., UNIVERSITY OF MICHIGAN. 





It has been suggested to the chairman of this 
committee that the American Economic Association 
passes beyond the proper sphere of economic discus- 
sion when it takes into consideration a question of 
Public Finances. It is, of course, unnecessary to 
answer such a criticism to the Association at whose 
instance this investigation was set on foot, but it 
may serve as a natural introduction to the study 
which follows if we consider for a moment the 
relation existing between the Science of Political 
Economy and the Science of Finance. 

There is substantial harmony of opinion as to the 
meaning of the term Political Economy. It is usually 
defined as the science of wealth, and there is no great 
objection to the definition, provided it does not limit 
the investigations of the student to methods of 
attaining individual riches. But the term Science of 
Finance, for Americans at least, does not convey so 
clear an impression. Accustomed as they are, for 
the most part, to the form which John Stuart Mill 
has given economic thought, it seems to them quite 
natural to treat financial phenomena among those 
forces which obstruct the smooth workings of 
economic laws. On the other hand, some few wri- 
ters, erring in the opposite direction, have so far 
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misused the word Finance as to include under it 
questions of money and of banking. What, then, is 
the Science of Finance? Shortly defined, we may 
say, it is that science which treats of the wants of 
the state and the means of their supply. It is thus 
observed to stand in close relation to Political 
Economy. The one starts with an analysis of private 
wants and asks how they may attain adequate satis- 
faction; the other follows the same line of analysis 
for public wants. Since, however, public wants are 
but the wants of individuals in their collective 
capacity, we may say that the two studies are redu- 
cible to a consideration of the same general range 
of facts from different points of view. 

But why, it may be asked, is it necessary to adopt 
the fiction of separating public and private wants 
for purpose of analysis, when upon analysis they are 
reducible to the same thing? This question might 
be answered philosophically, but it will be better to 
hold closely to the judgment of practical usefulness. 
It may be true that the state can have no wants 
independently of the individuals of whom it is com- 
posed, but it does not follow from this that individual 
interests may not be antagonistic to the interests of 
the public,—that is to say, of all persons considered 
collectively. The judgments of men will differ 
according as they consider questions from the per- 
sonal or the social standpoint. The line of separation 
thus suggested is not a fiction, but a reality. 

This difference between the Science of Finance 
and the Science of Political Economy may be the 
more clearly seen if we notice the principle to which 
men must conform when acting within their respect- 
ive domains. The state is a corporation of perpetual 
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life, and on that account all questions respecting it 
will be properly considered with a view to ultimate 
consequences as well as to immediate results. Since, 
also, the state is without rivals within its own 
domain, it is superior to competition. It can, there- 
fore, have no thought of profit, nor will the desire to 
acquire riches be permitted to influence its conclu- 
sions. We come then quite naturally to the principle 
of public financiering, namely, that services should 
be rendered in the most perfect manner possible at 
the least possible cost. But the rule for the guidance 
of a private enterprise is wholly different. The 
thought of perpetual existence does not greatly 
infiuence the minds of men, nor is it contemplated 
that exclusive rights of any sort will be maintained. 
The motive to industry is personal gain, and business 
enterprises are directed so as to acquire riches. 
The gauge of success is not absolute but relative. 
The rule of conduct in this case is to buy in the 
cheapest market and to sell in the dearest, or what 
amounts to the same thing, to render the least 
possible service at the highest possible price. It need 
hardly be remarked that the guarantee of fair treat- 
ment from those who render services under the 
guidance of the principle of private financiering lies 
in the fact that competition exacts what is just to 
consumers from each producer; or, at least, it will 
exact what is just, provided the principle of private 
management is not applied to industries which for 
any reason are superior to competitive influences. It 
is also a familiar fact that in the domain of public 
action, where from the nature of the case competition . 
is excluded, it is found necessary to establish certain 
safeguards against the abuse of delegated power. 
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This is the meaning of that complicated system of 
budgetary legislation which forms so important a 
part of governmental machinery among constitu- 
tional peoples. Now each of these thoughts, when 
stated by itself, is readily admitted, but it may be 
doubted if the relation which exists between them is 
adequately recognized. These two principles of 
action which have been pointed out are reciprocal 
in the influence which they exert. Each in its turn 
affects the conditions in which the other acts. This 
is a fundamental truth for the student of social rela- 
tions, though one that is frequently overlooked, and 
it has especial pertinence for the political and indus- 
trial conditions in which we find ourselves at the 
-present time. The highest success cannot be ex- 
pected in the domain of government, or in that of 
private economy, until society realizes a proper 
correlation between the principle of public and the 
principle of private financiering. This means that 
the Science of Finance and the Science of Political 
Economy must be regarded as correlative and 
mutually dependent. 

Such, in all probability, was the thought which 
induced the Council of the Economic Association to 
appoint a committee on public finance; at least the 
committee construed this appointment to be a forma! 
recognition of the fact that a study of the industrial 
relations, resting wholly upon an analysis of the 
workings of private financiering, must lead to false 
conclusions. 

Under the guidance of such a thought the mem- 
bers of the Committee on Public Finance turned their 
attention to a study of certain industries in our 
municipalities which are superior to the satisfactory 
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control of competition; that is to say, they entered 
upon an investigation of water-works, lighting es- 
tablishments and street railways. It needs no argu- 
ment to prove that competition has little to do with 
determining the prices charged for the services 
mentioned, but it may not be inappropriate to make 
a few statements by which this fact shall be im- 
pressed upon our minds. There are in the United 
States 1,402 towns furnished with water-works of 
some description, and of this number seven only are 
supplied with duplicate systems. It is not intended 
to suggest that in these seven cases competition 
affects water-rates to any appreciable degree, but 
rather to call attention to the fact that in 1,395 cases 
the primary condition for the working of competi- 
tion, the existence of rival companies rendering the 
same service, is not met. 

A similar statement would not apply to the con- 
dition of lighting companies. There are many towns 
in which rival companies have been established, and 
those who live in cities have frequently suffered the 
inconvenience of streets torn up for the purpose of 
laying new mains by the side of old ones. And it is 
also true that the several methods of lighting, between 
which purchasers are at liberty to choose, do serve 
as something of a regulator in price. Thus petroleum 
is a competitor with gas, and electric lighting has in 
some instances brought down the charges of gas 
companies. But such competition is not adequate 
to prevent monopoly prices in the business of fur- 
nishing light, for combination, either open or by 
secret agreement, is sure to follow, and prices will 
be adjusted to float the consolidated stock. Expe- 
rience has shown that one company with exclusive 
2 
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privileges can be more easily managed than many 
companies with varying, and perhaps, conflicting 
franchises. 

The impotency of competition in this business is 
well illustrated by the history of the gas companies 
in New York City. In 1885 a committe of the State 
Senate reported on the operations of these companies, 
and the facts at which they arrived are somewhat 
startling, even in this age of monopolies. 

‘*Tt appears,”’ said the committee, speaking of the decade ending 
with the year 1884, ‘‘that during the last ten years, in addition to 
he cost of gas and ten per cent. on the shares, or nominal capital 
of the companies named, there has been paid by the eonsumers of 
the city of New York about $9,000,000. 

‘*TIf these ten per cent. annual dividends should be calculated 
upon the capital actually paid in by the stockholders, it would 
appear that the gas consumers in ten years have not only contributed 
such dividend, but a further amount sufficient, in fact, to nearly 
duplicate the present system of gas supply. 

‘*Four million, nine hundred and forty-one thousand dollars have 
been paid in dividends in excess of ten per cent. on the nominal 
capital in ten years, nevertheless, the plant and works have been 
increased at the same time out of other earnings sufficient to meet the 
demands of increasing business, viz.: to the extent of $6,413,000.’’! 


It is quite possible that these figures are not exact, 
but after making fair allowance for exaggeration 
it still remains an appalling illustration of the 
impotency of competition to regulate the price of 
gas. 

But the list of prices at which gas is furnished in 
the United States, besides being very curious in 
itself, is direct testimony to the fact that competition 
is not the most important thought in the minds of 
managers when settling the price of this commodity. 





'Report of commitee appointed by resolution of January 29, 1885. 
p. ll. 
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For, were this the case, there would be some uni- 
formity in the price at which gas is furnished under 
substantially similar conditions, and prices would 
also disclose a tendency to conform to the cost at 
which the commodity may be manufactured. 

We are especially fortunate in having at our dis- 
posal complete returns for the gas industry in this 
country. Mr. William W. Goodwin, in a paper read | 
before the American Gas-Light Association, October, 

1886, submitted to the Association the result of an 
extended investigation into this question; and the 
following table, which gives the annual output of 
gas, the selling price per thousand cubic feet, the 
number of companies selling at each price, and the 
total amount of revenue received at each price, is 
given upon his authority. 














a 


S25. SERS 


=a ee 


j 
' 
{ 
H 





20 Report of Committee on Public Finance. [514 


Table showing certain facts, as stated above, for the 
gas industry in the United States. 


COAL PROCESS. | OTHER PROCESSES. 
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There are certain curious facts disclosed by a study 
of this table. Thus, in the first place, it appears that 























515] Municipal Government and Public Works. 21 





the rates charged by these six hundred and eighty- 
three companies varies from seventy-five cents to 
$20 per thousand. This last mentioned price must 
of course be exceptional, and it is difficult to conceive 
under what conditions it will be paid. But the very 
fact that prices extend over such a wide range proves 
that they do not necessarily tend to the cost of pro- 
duction. This means that consumers do not have 
any guarantee in competition that they will pay only 
fair rates. 

This same conclusion is forced upon us if we con- 
sider the actual prices charged. It is significant 
that the great majority of the companies report even 
figures as the price of gas, that is to say, the prices 
jump by strides of twenty-five cents per thousand. 
Thus it is $1.75, or $2.00, or $2.25, or $2.50, and the 
like, showing that a careful estimate upon cost of 
production, to which is added a normal return upon 
capital invested, exerted no influence in the making 
of the rates. The favorite rates, judged by the 
number of companies adopting them, seem to be 
$2.00 and $2.50; there being one hundred and forty- 
eight companies adopting the former, and one hun- 
dred and forty-five the latter. The favorite rate, 
judged from the gross income arising therefrom, is 
$2, the payments at this rate being $7,732,300. 

Of course, the most satisfactory way of determin- 
ing how far the public is warranted in trusting the 
corporations supplying gas, is to compare the price 
at which gas is sold with the cost of its production. 
A trustworthy investigation of this sort will be very 
difficult, for, to be perfectly fair, the conditions of 
manufacture should be known in every case. We 
may, however, arrive at conclusions sufficiently 
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accurate for our instruction if we compare the aver- 
age price of gas, as it appears from the table given 
above, with what is known of the necessary cost of its 
production. For the purpose of obtaining this price 
Mr. Goodwin excludes from his calculation all com- 
panies charging over $6 per thousand. Such an 
exclusion is in accord with good statistical rules, 
for, if manifest exceptions are admitted into one’s 
estimate, the general average reached will certainly 
be misleading. The following table is a summary of 
the figures given above, from which we may learn 
the total output, the total receipts, and the average 
price charged. 


Table Showing the Average Price of Gas in the 
United States. 


Av. price 

Annual! Output. Am’t Rec'd. per M. 

Coal process.......++. 17,502,305,000 cu. ft.. .$30,452,710 — $1.73;%% 
Other processes........ 5,554,401,800 cu. ft... 10,291,963 — 1.85/,%; 











All processes com- ; 

NE setdanedenied 23,056,706,800 cu. ft..$40,744,673 — $1.76; 
Processes other than 
coal at$6orlessper M 5,526,301,800 cu. ft. .$10,014,263 — $1.81,4, 


If “‘other processes’’ in excess of $6 per M. be deducted, the grand 
average price will be $1.75; per M. 

The cost of gas cannot be given on the basis of 
such reliable figures; but, as commonly stated by 
those who profess to know, it can be manufactured 
and placed in the holder at from fifty to seventy-five 
cents perthousand. Tothisshould be added the cost of 
distribution. Since, however, gas is self-distributing, 
the annual expense which it occasions to the con- 
sumer should not be more than the interest accruing 
on the capital invested in the mains. A company is 
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not fairly justified in charging for expense of distri- 
bution and at the same time collect for interest on 
capital invested in the plant, except so far as the 
capital is invested in the manufacturing plant. As 
a matter of fact, these two forms of investment are 
not kept separate, and it will be necessary for us to 
follow the ordinary method of computation, remem- 
bering, however, that cost of distribution is included 
in the dividends paid on stock. The question as to 
the proper price for gas, therefore, reduces itself to 
this: Is the stock on which dividends are paid a 
fair representative of capital invested ? 

‘In a general way,” says the editor of the Gas- 
Light Journal, ‘‘we have no doubt but that $5 per 
thousand cubic feet of gas sold per annum is ample 
capital for moderately sized works.’’ Assuming that 
the cost of manufacture in such works is seventy-five 
cents per thousand, which is the highest of the prob- 
able range of prices, and that the company declares 
ten per cent. dividends, gas ought to be sold for $1.25 
per thousand. ‘A company capitalized (in the city 
of New York) at $3 per thousand ought to supply 
its gas at $1 and earn a seventeen per cent. divi- 
dend, or, even if capitalized at $5, it would earn ten 
per cent.” This is the testimony of Dr. Charles 
Schaeffer, lately Professor of Chemistry in Cornell 
University, now President of Iowa State University. 
The capitalization of the six London companies 
varies from $2.50 to $4. What, now, must be the 
average capitalization of gas-works in the United 
States in order to consume in dividends and cost of 
manufacture the average price of $1.75 per thousand ? 
This is easily calculated. If the cost of manu- 
facture be taken at seventy-five cents, there 
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remains $1 from the price paid by consumers to 
be distributed to stockholders in the form of divi- 
dends. This, upon the basis of ten per cent. is 
equivalent to a capital of $10 for every thousand 
feet of gas sold. Or, if the lower cost of fifty 
cents be assumed for the basis of calculation, it 
appears that the gas-works of the United States 
are capitalized at $12.50. This estimate, if given 
as a general average, is certainly not too high. 
In 1879, at the meeting of the American Gas-Light 
Association, it was stated in the course of discussion 
that, excluding the two largest companies, the gas- 
works of New England were paying dividends on an 
average capital of about $15 per thousand feet of 
output. It is no exageration then to say that over 
one-half of the nominal stock in the gas business in 
this country represents no original expense on the 
part of the stockholders. This is a tremendous 
fact. The output of gas in 1885 was estimated at 
28,997,528,800 cubic feet. Taking the lowest estimate 
of capitalization this means that capital to the 
amount of $289,975,288 stands on the books of the 
gas companies demanding dividends, and that the 
average price of $1.75 per thousand gives it a divi- 
dend of ten per cent. But more than one-half of 
this stock is water, and could never have come into 
existence had not this business been superior to the 
control of competition. It is not a re-assuring 
thought that the people of this country are support- 
ing, in the price which they pay for gas, a ten per 
cent. dividend on $150,000,000 of fictitious stock. 

A recital of such facts as the above would 
be indeed startling were it not that the public mind 
has been dulled by their constant repetition. Yet 
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the continuance of monopolies of this sort is not so 
much due to public lethargy as to the plea that 
municipal administration is corrupt. It is at best, 
say men of experience, a choice of evils. We may, 
however, be too hasty in concluding that there is no 
escape from the burdens imposed by irresponsible 
corporations. The lesson to be drawn from the 
above recital is not the lesson of resignation; we 
should learn from it rather the necessity of resolute 
action. Of one thing, at least, we are assured: as 
long as government in cities continues to be corrupt, 
so long will private corporations continue to divide 
with aldermen the fruits of corruption. 

The questions which form the subject of investiga- 
tion in this report are forced upon the people of the 
present generation by the unprecedented growth of 
cities. In 1840 one-twelfth only of the total popula- 
tion of the United States lived in cities; now nearly 
one-third are citizens of large municipalities. 

‘*How this tremendous rate of development must tax the resources 
and test the vital energy of our cities may be imagined when cer- 
tain figures are quoted from an address by the Hon. Carter H. Har- 
rison, lately mayor of Chicago. 

** He gives the population of Chicago in May, 1879, when he began 
his service as mayor, as 470,000, which has increased in eight years 
to 703,000. During that time private buildings with a frontage of 
over 116.miles, and costing about $160,000,000, have been erected. In 
May, 1879, the city had only 133 miles of paved streets. It now 
has 347 miles. Sewers to the extent of 162 miles have been laid in 
the eight years. In the department of public works there has been 
expended in the same period over $36,000,000. The number of 
street lights has been practically doubled, and is now upwards of 
20,000. The police force has grown from 453 men to 1,036. The 
teachers in public schools have increased in number from 850 to 
1,500, and the school buildings have more than doubled. Since 
1879 ‘there have been erected, including some not yet finished, 
fifty-eight magnificent [school] houses, with all modern appliances, 
at a cost of $2,756,819.37, and sites having a frontage of 8,700 feet 
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have been purchased at a cost of $463,423.20.’ The public library in 
less than eight years has increased from 58,000 volumes to more 
than 120,000.” } 


This is, perhaps, an exceptional record of growth, 
yet there are many cities whose development consid- 
ered by itself is just occasion for surprise and solici- 
tude. 

Now it necessarily follows that the needs of city 
life, such as pure water, adequate light, and easy 
transit, should expand with the rapid increase in 
urban numbers. There has been greater activity in 
providing the facilities for rendering such services 
during the last few years than ever before in the 
history of this country. Out of the total number of 
water-works in the United States, numbering 1,402, 
the date of erection for 1,179 is known; and more 
than half of this number have been erected since 
1880. Or.if we compare the seventeen years suc- 
ceeding 1871 with the seventy years preceding that 
date, it appears that out of the 1,179 companies 
reported, 977 were erected in the latter period. Cor- 
responding data for lighting-works and street rail- 
ways have not been obtained, but there is no reason 
to believe that facilities for supplying these necessi- 
ties have not been provided. 

It was in the presence of such facts as these that 
this investigation. upon city works was set on 
foot, and there can be little doubt that the 
subject considered is pertinent to the times. The 
first purpose held in view was a very simple one. 
Your committee undertook to learn how far munici- 
pal authorities understand the nature of these indus- 








1Quoted from the Minneapolis Tribune. 
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tries with which they are called upon to deal. Are 
they aware that, in granting charters for water com- 
panies, gas-works and street railways, they are grant- 
ing charters for businesses which, in the very nature 
of the case, are superior to competitive control; and, 
in so far as they have recognized this fact, upon 
what principles have they relied to guard the inter- 
ests of the public against the enervating influences 
of established monopolies? In entering upon this 
investigation it was quickly discovered that the 
facts sought had never been gathered, and nothing, 
therefore, remained but to apply directly to the mu- 
nicipal authorities. With this end in view a circular 
was prepared, by means of which it wds hoped to 
learn the attitude of cities with regard to productive 
property of the sort which has been described. 

In drawing up this circular, your committee rec- 
ognized three ends to be attained: First, it was 
desired to learn how far cities were proprietors and 
managers of any of the businesses mentioned. Sec- 
ond, in case the enterprises had been placed in the 
hands of private companies, information was sought 
respecting the nature and extent of the authority re- 
tained in determining rates and directing manage- 
ment. And third, inquiry was.made respecting the 
nature of the taxes imposed upon this species of 
property. Was it subject to ordinary taxation only, 
or imposed with special duties in return for the spe- 
cial privileges enjoyed. The form of the circular 
was as follows : 
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AMERICAN ECONOMIC ASSOCIATION, 
ComMITTEE ON PuBLic FINANCE, 
DecemBeER, 1885. 

The undersigned, a committee appointed by the American Eco- 
nomic Association to investigate certain questions of municipal 
jinances, have the honor of presenting to you the following ques- 
tions, an answer to which would be regarded by them as an especial 


favor: 
QUESTIONS. 


1. Does your city derive revenue from any source other than taxa- 
tion or loans?... ccccccccccce ee vunheee ences onegseane an 

2. (a) Is your city the proprietor of gas-works or electric lighting- 
WOSKB?... 000 PITITITIT TM TTTIITITT ETL TTT o0e 

(6) If not, has your city reserved the right to purchase such 
WOEND Ob PIROMIG?, 6.60 cieccccccvccsccssceccccccecese setinanie naaeine 
(c) What method is adopted to raise revenue from such works, 

if owned by private companies?............ ye pacer ee 


(d) Are lighting companies in your city exempt from ordinary 

taxation f...ccccccccces ercccccccosese Ceccccccccccccccenccccee 

(e) Does the elty government, in any way, control rates for pri- 

VOCS COMBUMOTS?. «2 ccccccccccccoscccccccsccoes occceesecccee 

3. Please answer the above questions with reference to water- 
supply. 


GD). ccccvccccccicserccscvcccessecss cocegs Lttrcerebebnesennaanean 


5. (@) ‘Has your city ever derived any revenue ‘from the sale of 
street railway franchises?.........e.esseeeeeees aaseudeesen 

(6) By what special method does you city derive annual reve- 
nue from existing street railways?........ occccccccccccccese 


(c) Does your city haber a special revenue from taxes, or licenses 
on omnibus, hack, or express lines?........-s.eeeeeeeeeeeeees 
(d@) Does your city own or manage any of the above-mentioned 
MOET ccccdcncnss eecneteseneness. ce Serer ere Te Ter eer 
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6. Does your city own market-houses? If so does it derive a 
revenue from them above the cost of maintaining them? 


SERRE HR REESE HEE HEH HEHEHE EEE EE HEHEHE EEE EEE EEE 
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(0) If not, has it retained the right of controlling rates?........ 
(c) If not, is any special tax laid upon such property ?. 
8. (a) Does the city own productive stocks or bonds of. corpore- 


With regard to the first question, a marked differ- 
ence was discovered between the policy of munici- 
palities in the management of water-works on the 
one hand, and of gas-works and street-railways on 
the other. So far as we were able to discover, no 
city in this country has ventured upon the ownership 
and management of street railways; five cities only 
are proprietors of gas-works—Philadelphia, Rich- 
mond, Danville, Wheeling, and Alexandria, Va.— 
but there are 544 towns in the United States pro- 
prietors of water-works. Indeed, the prevailing 
sentiment in this country is in favor of public 
systems of water-works; for, although the com- 
pleted reports show only 544 public works as against 
675 private works, and 183 the ownership of which 
was not reported, the returns from cities containing 
over 10,000 inhabitants is largely in favor of 
municipal control. Out of the 135 cities of this 
grade, from which returns were made, there are 
ninety-one public as against forty-four private works. 

It is a little difficult to understand so marked a 
divergence in policy. Quite a number of theories 
presented themselves, but none of them were able to 
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stand the test of investigation. Thus it was sug- 
gested that cities were disinclined to undertake the 
supply of gas, because the business called for the 
handling of circulating capital. This at first seemed 
a plausible explanation, but was shown to be erro- 
neous by an attempt to apply it toa classification 
of water-works themselves. As is well-known, water 
may be distributed by employing the force of gravity 
wherever the topography of the country permits, or 
reliance may be had on the power of steam. Now if 
it be true that municipalities are averse to any 
undertaking which calls for control over circulating 
capital, we should find that water-works of the 
second class mentioned are given over to private 
control, while those of the first class only are under 
the direct management of the cities. And there are 
two or three states in which the facts support the 
theory. In Connecticut, for example, thirteen out 
of fifteen of the public water-works avail themselves 
of gravity as a distributing force. But in Massa- 
chusetts, on the other hand, there are seventy public 
water-works, of which only thirty avail themselves 
of the force of gravity, as against forty which rely 
directly upon pumping; and it should be also added, 
that of the private companies twenty-five are free. 
from the expense of generating the power used. Or, 
if we turn to the states of Ohio, Michigan, Indiana, 
and Illinois, where the policy of public works has 
gained the strongest foothold outside of Massachu- 
setts, the theory breaks down entirely. 

It was also suggested that gas-works came into 
general use at the time the doctrine of laisez-faire 
controlled the minds of men, and that, consequently 
this business was set on foot under the impetus of 
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private enterprise; but here again the facts in the 
case proved derelict in giving the needed support to 
the theory. Perhaps the most plausible explanation 
of the fact we are considering is one suggested by 
Robert Matthews, Esq., of Rochester, New York. 
«The water-supply of cities,’’ he says, ‘‘is generally 
limited by natural conditions, and this is probably 
the main reason why it is usually supplied by the 
city governments. Water being absolutely essential 
to the health of a community, it was seen to be best 
to put its supply into the hands of a body which can 
have no motive for restricting it.... But gas being a 
manufactured article, was left to private enterprise.’”! 
But, if this be the explanation, we may say, that, so 
far as the character of the two commodities is con- 
cerned, the changing conditions of city industries 
are rapidly bringing gas as well as water into 
the class of necessaries of life, a remark which is 
equally applicable to street railways. 

It may be asked in this connection if there is any 
indication that the people of one part of the country 
adopt the policy of public control by ownership, 
while those in other parts show their preference for 
private management? It was fully expected at the 
outset that investigation would show some such 
classification, but the disappointment of the com- 
mittee in this regard has impressed anew upon their 
minds the necessity of permitting facts to run before 
theory. It seemed natural, for example, to expect 
that the New England states, with their town- 
meetings and their code of municipal law peculiar 





1A Paper read before the Fortnightly Club, of Rochester New 
York, December 28, 1886, by Robert Matthews, Esq., p. 8. 
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to themselves, would show greater willingness to 
adopt the policy of public ownership than other states 
with different methods of procedure. There is, 
however, no harmony of action in New England. 
Vermont inclines to public ownership; New Hamp- 
shire to private control. In Massachusetts there are 
seventy public systems of water-works as against 
fifty-four private; in Connecticut there are fifteen 
public as against twenty-six private establishments. 

Two or three conclusions of importance may be 
drawn from this part of our investigation. In the 
first place, it seems to be an error to assume, as 
certain writers persist in doing, that municipal 
ownership of industries performing quasi-public 
services is, in the United States, of the nature of an 
innovation. There is no need to discuss this question 
as something wholly new, or on the basis of theory 
alone; for we have at hand a sufficient number of 
experiments from which to draw tenable conclusions. 
With regard to the problem of municipal proprietor- 
ship we may proceed, as we have always been accus- 
tomed to proceed, in the presence of any proposal for 
a reform in government; that is to say, we may 
apply the experience gained in a small way to the 
establishment of some general rule or principle. 

In the second place, a comparison of the manage- 
ment of gas-works with the management of water- 
works in this country, seems to warrant the conclu- 
sion that public ownership in some towns serves as 
a check upon the private management of the same 
industry in other towns. It is generally admitted 
that, on the whole, the administration of water-works 
is subject to fewer criticisms than that of lighting- 
works, and there is reason for believing that this 
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is in part due to the fact that in the one case the 
public have a fairly satisfactory rule of judging what 
good management is, which in the other case is 
wholly wanting. There is something to be said in 
favor of the thought that a mixed system, such as 
exists in the business of water-supply, is preferable 
to a system of universal control by either public or 
private corporations. 

And lastly, it is worth mention, that the opinion 
to which we come with regard to the policy of 
municipal proprietorship, will of necessity determine 
our views upon the question of local indebtedness. 
Before any successful administration of public works 
by municipal authorities can be expected, it will be 
necessary for the people of this country to become 
more familiar than they now are with the principles 
of the Science of Finance. 

Dismissing now the question of public ownership, 
let us turn to the second part of our inquiry. How 
far have public authorities, in granting to private 
corporations the privilege of supplying cities with 
water, light and transportation, recognized the pecu- 
liar nature of the businesses with which they were 
dealing? What is the extent and the nature of the 
control which they have retained over the conduct 
of such enterprises ? 

Upon this point your committee received informa- 
tion from one hundred and forty-three towns, and it 
is worthy of remark, in the first place, that greater 
care has been exercised in the granting of charters 
to water companies than to lighting companies. 
Thus there are but fourteen towns in which the 
business of supplying water is not placed under 
some sort of public control, while there are seventy- 
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five towns in which lighting companies enjoy unre- 
stricted powers in matters of rates and general 
administration. These figures, however, do not take 
account of legal control that comes by general state 
statutes, a question included in the special report by 
Professor Goodnow on Municipal Administration. 

When, however, we come to consider the charters 
themselves, it is impossible to discover, in the nature 
of such control as is exercised, any well-defined and 
uniform policy. The most, therefore, which can be 
done in this connection will be to mention in their 
order the principles of management upon which 
American cities rely, and to suggest one or two 
thoughts in criticism upon them. 

The principle of control the least removed from 
direct ownership consists in the reserved right of 
repurchase. This is a familiar method of procedure 
in European countries. It was adopted by Belgium 
and France in granting charters for railroads to 
private companies, and the manner in which it is 
believed to work is not difficult to understand. When 
a government retains the right of revoking at will 
any charter which it may have granted, it is under- 
stood that one of the conditions of the continued en- 
joyment of the franchise is an adequate care on the 
part of the company holding the charter for the 
interests of the public. The relation existing then 
between the company and the public is that of an 
agent to his principal. It is thought that good beha- 
vior will thus be secured, because the principal may 
at any time discharge the agent. Such at least is 
the theory, but it is questionable if it has succeeded 
in exercising a conservative influence upon the man- 
agement of the companies controlling municipal pub- 
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lic works. So far as the facts are concerned, it was 
discovered by your committee that out of one hundred 
and thirty-eight private companies chartered to sup- 
ply gas to the larger towns of this country, there 
were twenty-three instances of charters in which the 
public authorities had reserved the right, under cer- 
tain contingencies, of assuming proprietary control 
over the business. In case of water-works, nearly 
one-half of the charters were drawn on this plan. 

The main obstacle which this theory encounters in 
its practical working arises from the fact that few of 
our municipalities are in a position to pay ready cash, 
while the most of them are under legal restrictions 
of some sort as to the employment of their credit. 
And another difficulty is, that, although the right to 
purchase at will is reserved, very few of the charters 
say anything of the method by which the price is to 
be determined. Indeed it is doubtful if the real 
bearing of the plan thus brought to our notice was 
fully appreciated by those responsible for its adop- 
tion; it is more than likely that the clauses in the 
charters which provide for repurchase, were inserted 
to satisfy some croaker who feared the public inter- 
est might be endangered. 

Another method of seeking to guard the interests 
of the public against mismanagement of corpora- 
tions entrusted with quasi-public powers, consists in 
fixing by law the maximum price at which services 
may be rendered. This maximum limit must of ne- 
cessity be high enough to cover all possible contin- 
gencies, for it would otherwise act as an obstruction 
to development. Indeed, it is not uncommon for the 
legal price to be higher than the price actually 
charged. For example, in Richmond, Indiana, the 
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legal price of gas is three dollars per thousand, while 
the rate charged is but two dollars and fifty cents per 
thousand. It may be doubted if provisions of this 
sort are of any practical advantage, except it be to 
keep alive in the minds of the people their reserved 
right to a voice in the management of all businesses 
which are for any reason superior to the control of 
competition.- Should, however, this principle suc- 
ceed in making its way with our municipalities, it 
would probably be found necessary to establish a 
commission of public works clothed with the power 
of approving or rejecting proposed tariffs. 

It is sometimes the case also that the actual selling 
price of light and water, when supplied by private 
companies, is fixed by public authorities. Few in- 
stances of this sort, however, have presented them- 
selves to your committee, and it may be regarded as 
an exceptional measure in American legislation. 
The difficulties attending the enforcement of such 
legislation are two. It is, in the first place, impossi- 
ble for a board of aldermen, or a legislative body, to 
determine a rate that will be fair to both the public 
and the corporation. This can only be done by men 
who have had long familiarity with the details of the 
business. The second difficulty in legally fixing 
rates, arises from the fact that a rate at one time 
fair may be quite unfair under other circumstances. 
In a business like that of furnishing light or water, 
for example, an increase in population permits an 
extension of service at an expense proportionally less 
than the expense attending the business already 
done. To permit the company to charge the old 
rates, notwithstanding the new business, would give 


an excessive profit and lead to the appreciation of 
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stock. To obviate this difficulty it is sometimes pro- 
vided that there shall periodically occur a revision 
of rates. Thus in East Saginaw, Michigan, the rates 
are open to modification once in five years. 

Another method of attaining the same end con- 
sists in the legal limitation of dividends; or, what 
amounts to the same thing, in such special taxation 
that dividends shall be pressed down to the normal 
rate of profits. American cities do not avail them- 
selves of this method of control, except with regard 
to street railways, and, as may be learned from the 
report of Dr. Dewey, this principle is not pressed very 
far. But in some of the towns of England where 
this theory of control has been tried, it seems to 
work badly. The result is what might have been 
expected. If dividends are limited by law, and the 
only means of increasing income is by means of divi- 
dends, the directors of a corporation will surely be 
careless in its management. Suppose eight per cent. 
is permitted by law, and that ten per cent. could be 
earned without raising prices, simply by greater care, 
or by the adoption of better methods of manufacture; 
or, to state the case so as to harmonize with the ex- 
perience of English towns, suppose dividends could 
be increased above the legal rate by decreasing the 
price charged for the service rendered, is there any 
motive for making improvements or for reducing 
price? The theory of limiting dividends does not 
work well. It leads inevitably to careless or to dis- 
honest management. 

This criticism has been recognized in England, and 
the theory of limiting dividends somewhat modified 
in consequence. It is not unusual at the present 
time to state in the charters the maximum dividends 
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that may be paid, but at the same time to grant the 
corporation the liberty of exceeding the prescribed 
rate, on condition that this be accompanied by a 
reduction in the price of the service. In this manner 
the benefit which arises from increased business is in 
part secured to the public, a benefit which could not 
be secured had the theory of limiting dividends been 
strictly enforced. 

The sale of franchises might also be mentioned in 
this connection, but as this practice is confined, for 
the most part, to street railways, its discussion is 
reserved to the special report on that subject. 

This general subject of the relation of munici- 
pal government to water-works, lighting-works and 
street railways is certainly pertinent to the times 
in which we live. Your committee have been some- 
what discouraged in their endeavor to gather facts 
sufficiently comprehensive and reliable for safe gen- 
eralization; they have, however, succeeded in im- 
pressing upon themselves the magnitude and com- 
plexity of the question. 











OnIo STATE UNIVERSITY, 
Columbus, February 1, 1888. 

My Dear Sir: You once wrote me, in reply to an 
inquiry of mine, concerning a monograph that had 
long been promised, ‘‘It is not done, and there is 
no prospect of its being done this generation.’”’ You 
have, perhaps, of late begun to say the same of 
the report on ‘‘water-works,’’ over which I have 
been working. Explanations are certainly due to 
you and to the Economic Association for its non- 
appearance even yet, when the rest of the report of 
the committee is about reacy for publication. 

In the first place, the general facts on the subject, 
as brought out by our first circular, have long since 
been tabulated, and you embodied their essential 
features in your preliminary report made at the last 
meeting of the association. 

In the second place, any study or report worthy of 
publication by the association as coming from the 
committee must, as you have urged in the prelimi- 
nary report, be based on observed facts, not on 
theoretical speculations. There are a sufficient num- 
ber of specific examples in the United States, so that 
we may dispense with theory, if only we can get the 
requisite information concerning these specific cases. 

In the report on water-works the main and ulti- 
mate question to be answered is: ‘‘What are the 
comparative efficiencies of public and private control 
of water-works systems in our cities?’ What a 
faint light the statistics, which the committee gath- 
ered by its joint labors, throw upon this, you know 
full well. 
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A complete and definite answer to the above ques- 
tion is attainable only after ascertaining: 

1. What rates are charged consumers on the 
average under each system ‘‘for equal services ren- 
dered under similar circumstances.’ [For this, tables 
of water rates in the cities on our list are needed. | 


2. (a) In cities where water-works are under pri- 
vate control, what revenue is derived from them by 
the city in the shape of taxes, etc.? 

(6) What does the city pay to the water company 
for water for fire protection and other public pur- 
poses ? 

(c) What is the net annual revenue derived by the 
city, or net annual expense incurred by the city, 
where such private ownership obtains? That is, 
what is the net difference between (a) and (d), and 
on which side does it lie? [For this, figures and 
detailed statistics from the cities themselves are 
necessary. | 


3. In cities where the municipality owns the 
water-works, what is the net annual surplus or 
deficit proportioned to the population, consumers, or 
cost of plant? [Here again statistics are necessary. | 


4. How do the two systems compare, measured 
by this standard of pecuniary cost to the cities? 


5. Which system responds most exactly and 
quickly to the needs of the community in supply of 
water, extension of pipes, etc.? 


6. Is there any broad and general distinction be- 
tween large and small cities on points 4 and 5? [The 
value of our answer to these questions depends en- 
tirely on the completeness of our statistics. ] 
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7. (a) In cities having municipal ownership of 
water-works, how are the works managed and con- 
trolled? By Water Board, elected by the people, or 
chosen by the mayor? By officers chosen by the 
Common Council and responsible to it? [This query 
necessitates the examination of the charters. ] 

(>). Which plan is the best, quality and cost of 
service being the gauge? 

8. In cities having private ownership of works, (a) 
how generally has the right to fix water-rates been 
reserved by the city? (b) Has the right to purchase 
the works at any future time been reserved? (c) Is 
there a tendency on the part of the cities to avail 
themselves of this right? [Here state constitutions 
and special charters throw light on the subject, and 
must be examined. ] 


9. In cities having municipal control and owner- 
ship, is the original cost of the works or the bonded 
debt paid by general taxation, or does the income 
from water-rents pay it? [Here again, accurate data 
are necessary. | 


10. What are the general conclusions of the study 
of the two -systems, and what suggestive criticisms 
can be offered? 

Thus the tenth point brings us back to our original 
inquiry, and not until the preceding nine are investi- 
gated can the tenth be handled. 

Now in order to get hold of the necessary data I 
have sent out scores of letters and inquiries, the 
majority of which have been entirely or partially 
unanswered. Perhaps a score of cities are in hand 
with satisfactory data; others with but partial and 
incomplete figures. To base a general report for the 
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United States upon the study of that number of 
cities is absurd since it is ‘‘observed facts not theo- 
retical speculations”’ that are desired. 

Your suggestion that the subject be treated ina 
general way with a few specific illustrations will not 
at this stage meet the emergency, for generalization 
presupposes data (of which not enough are yet in 
hand), and further, how could I be certain that my 
specific illustration was typical? Take Detroit, for 
example. In using that city as an illustration allow- 
ance must be made for the fact that she has an un- 
limited water supply at a minimum of cost for 
obtaining it, and her rates ought to be affected 
thereby. Or again, take Columbus, an inland city, 
with a limited supply of water obtained at a large 
cost, except when the river is turned in, and then 
our chemists pronounce the water impure. Which 
of these two cities is typical of the larger class? A 
specific illustration is valuable only when there is 
proof that the illustrative case is one of a class and 
not sut generis. 

If a report on this subject is to be worth anything 
when done, it must be born of data, sustained by 
data, and end in data. As yet no ingenuity or per- 
serverance on my part has been able to extract the 
requisite data from the officials of a large number of 
our cities. 

One who studies the question of gas-supply has a 
simple task. There are but five cities in which the 
municipality owns the gas-works. The question 
becomes then almost solely one of taxation, revenue, 
and control of rates by the city, where the private 
system obtains. He who investigates the relation of 
cities to the street railway finds few or no cases of 
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city ownership. Again it is mainly a question of 
taxation, franchise and regulation. 

Croes’s ‘Statistical Tables of American Water- 
Works” is valuable as far as it goes, but it gives 
few things I need. For example, it gives present 
debt annual income, annual outlay. I need to 
know whether this debt has been larger previously, 
and whether it and its interest are met by the income 
from water-rents or by: taxation. 

I have put a report on my subject into two or 
three shapes, but in no case have I reached any- 
thing in the way of final and authoritative results. 
The data are lacking, and a report made now would 
be nothing but a study of a few cities, and I am not 
certain that any of its results would hold good for 
the same number of cities elsewhere located. <As I 
cannot believe that the association desires to re- 
ceive, or the committee to make, a partial or unre- 
liable report on this important subject, I feel that 
the only thing to do is to report the situation, and 
continue the investigation. The data are coming in 
slowly, and I expect to worry the necessary statistics 
out of the various cities and water companies to 
work out the results indicated above. If the asso- 
ciation desires these results when reached, the com- 
mittee can report them. If it does not, I shall 
nevertheless have obtained the conciusions which I 
am seeking, and no one will have suffered. I feel 
confident that a very few months will bring in all 
the data needed. 

In this connection I cannot refrain from noting 
two disadvantages under which I have labored, and 
I suppose others have felt them also. The first—A 
man busy with his best energies in collegiate work 
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can only give asmall fraction of his time to these 
special investigations, and hence cannot crowd them 
along as fast as is desirable. The second—These in- 
vestigations require money as well as time, and as 
the association reaps the reward in a large degree of 
the labors of its committees, it should possess a fund 
available for meeting the legitimate expenses of 
these. investigations. 

My chief regret in making merely a report of 
progress, is that you, as chairman, are thereby sub- 
jected to the annoyance of having to submit an 
incomplete report. Yours sincerely, 


Gro. W. KNIGHT. 


Dr. Henry C. ApdaAms, Chairman, 
Ann Arbor, Mich. 











Electric Lighting in the City of Detroit. 





BY CHARLES MOORE, 





Previous to the year 1884 the streets of Detroit were 
lighted by gas and by the naptha light—by gas 
where there were gas mains, by naptha in the newer 
parts of the city. For several years the two gas 
companies had made a combination bid for the light- 
ing contract; there was no competition, for the 
excellent reason that the gas companies had divided 
the territory, each taking half the city, and each 
having a complete monopoly in its own territory. 
The annual letting of the lighting contract was 
attended by more or less friction between the gas 
companies and the aldermen, and there were al- 
ways charges of corruption. Each year some inno- 
cent new alderman would discover that since his 
election he had received no bills for gas; but the 
charges went no further, and the alderman never 
called for his bills. 

In 1884 the people of Detroit were eager to try 
electricity for street lighting. Already the Brush 
Electric Light Company was doing business in the 
city, and many of the stores, depots and wharves had 
the advantage of the new light. The council, there- 
fore, ordered the specifications to be so prepared 
that electric light companies could compete with the 
gas companies. When the bids were opened it was 
found that the bid of the Brush Electric Light Com- 
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pany for lighting the city was $114,644. The bid of 
the gas companies was $65,000, but there were the 
expenses of lighting the lamps and cleaning, which 
would bring the bid up to nearly, if not quite, 
$80,000. 

It so happened that the sum appropriated for pub- 
lic lighting for the year 1884 was only $95,600. On 
learning this the Brush company asked, and were 
allowed, to put in a supplemental bid of $95,000. 
The gas companies by this time were thoroughly 
alarmed. Making a combination with the Naptha 
Gas Company, they asked to be allowed also to put 
in a supplemental bid, and named $70,000 as the 
price at which they would undertake to light the 
entire city and care for the lamps. Moreover, a 
second electric light company was hastily organized, 
and they too asked the privilege of making a bid. 
Both requests were refused, and the bid of the Brush 
company was accepted by the City Council. 

Mayor Grummond promptly vetoed the contract, 
urging that its terms were too indefinite, and that 
the whole matter of the change’ to electricity had 
been decided upon without due consideration. The 
Council, however, by a vote of eight to two over- 
rode the veto. Just before the vote was taken, one 
of the councilmen arose in his seat to say that he 
had been offered $1,000 to vote to pass the contract 
over the veto. He was one of the two who voted to 
sustain the mayor’s action. Until that night it was 
supposed that three councilmen would side with the 
mayor, and that the contract would be defeated. 
The next day one of the city newspapers openly 
named a councilman as having in all probability 
taken inoney for his vote. 
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The city was now committed to electricity for one 
year from July 7, 1884, and in spite of the charges 
of jobbery connected with the contract, and the 
utter failure to submit the matter to competition, 
the people generally were glad that a change was to 
be made. The day of gas for street lighting was 
past, and the only question was as to how the best 
electric light could be obtained at a price not out- 
rageous. 

The Brush company, however. were not suffered 
to proceed in peace. At the instance of several 
members of the second electric light company—a 
corporation which existed only on paper—the attor- 
ney-general of the state applied to the Superior 
Court of the city of Detroit for an injunction to 
restrain the city from paying money to the Brush 
company, because of alleged defects in the contract. 
The injunction was granted, but when the case was 
taken to the Supreme Court the injunction was dis- 
missed, Judge Cooley, in the opinion, taking the 
ground that the dignity of the state had not been 
insulted by corporate action, its franchises had not 
been abused, nor had any citizen been wrongfully or 
excessively burdened. 

The Grand Jury also indicted one person on a 
charge of having attempted to bribe a councilman, 
as above adverted to. The case for the people was 
weakly prepared, and no evidence was forthcoming 
to convict. The officers of the Brush company 
swore with great positiveness that they had never 
expended a penny in an improper manner. 

An essential part of the new system of lighting 
was that the lights were to be placed on towers. 
Six of these towers were to be not less than one 
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hundred and fifty feet high, and the other sixty- 
six were to be not less than one hundred and four 
feet high. Extra single lights were to be placed 
wherever it should be deemed necessary by the 
council. The seventy-two towers were to carry 
three hundred lamps of two thousand candle-power 
each. The towers are now the chain that binds the 
city to the Brush company. So long as the tower 
system is retained there can be no competition 
among electric light companies for public lighting, 
because of the great expense of building towers, 
and the power of the Brush company to put their 
price so low that no other company could think of 
building towers in opposition to the Brush people. 
The towers are made of gas pipe. They rise on a 
single pillar about seven inches in diameter, and then 
become prism-shaped and carry at the top a lamp 
platform on which either four or six lamps are 
placed. The company which supplied the towers 
was made up of three of the largest stockholders in 
the Brush Electric Light Company. For ninety 
towers—which was the number actually erected 
during the fiscal year 1884-5—the tower company 
sent to the electric light company a bill for $120,000. 
The stockholders of the Brush company made a 
vigorous resistance to what they deemed an extor- 
tion, and finally settled the bill at $78,000. The 
towers could be duplicated for a sum not to exceed 
$35,000, were it not for the patents covering them. 
There can be but one opinion as to the merits of 
the present system of electric lighting in Detroit. 
The high towers are sufficiently near each other to 
light well the more thickly settled portions of the 
city. A decided advantage is found in the fact that 
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alleys and back yards are lighted as well as the 
streets, and on rainy nights the lights are very 
effective. In the case of heavy shade, pole lights 
are used to supplement the light of the towers. In 
the suburbs there is still much to be desired; but the 
fault is not with the system, but with the small 
number of the towers and pole lights in those 
sections. There is nothing that gives the good 
Detroiter more satisfaction than to come back to his 
city at night and be greeted by those bright lights, 
hanging like globes of fire over the city, and 
reflected in the waters of the wide river. 

Yet, now that the light has come to stay, the cost 
has become a very serious matter, and is getting to 
be more of an item each year as the city is rapidly 
extending itself in three directions. At the time the 
Brush company began to light the city it was charg- 
ing private customers fifty-six cents a night for 
lights burned all night. The cost to the city had 
been fifty cents per night for the few lamps in use. 
It is entirely safe to say that at fifty cents per light 
per night, the Brush company can furnish wires and 
lamps and make a fair profit. The cost to the city 
of the tower lights was seventy-five cents per night. 
The company, therefore, collected twenty-five cents 
per lamp each night towards the payment for the 
towers. 

When the question of the annual lighting contract 
came up in 1885, the gas companies made a last 
determined effort to get the lighting once more. 
And now it was that the towers were used as 
a trump card. The Brush company’s bid was 
$89,300. The gas companies offered to light the 
city for $43,000. But they required the city to put 

4 
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the lamps in order. It had happened that so soon 
as the electric lights had come into use, the small 
boys of Detroit had showed their contempt for the 
old lights by stoning the glass and breaking the 
frames. The cost of repairs and new posts, together 
with certain other necessary charges, would bring 
the cost of gas up to about $90,000. The result was 
an easy victory for the Brush company. 

When the year 1886 rolled around, the Thomson- 
Houston company had resolved to invade the Brush 
company’s territory, and the company put in a bid 
for the public lighting. Inasmuch as the company 
had no wires, no towers, and had not even a local 
organization, the bid came to nothing. This com- 
pany, however, is now doing a good business in 
Detroit, among the merchants and business men 
generally. The lighting for the year was done at 
the rate of two hundred dollars a light, or nearly 
fifty-five cents per light per night. 

The annual wrangle over electric lighting con- 
tracts had become so long and so bitter that the 
legislature of 1887 was asked, and consented, to 
amend the charter of the city so as to allow a light- 
ing contract to be made for one, two or three years. 
It was urged that much better terms could be made 
with the Brush company on a three years’ contract. 
At the last moment for opening the bids for 1887-8, 
the manager of the Thomson-Houston company 
informed the City Controller that his company had 
decided to put in no bid, although a bond for the 
privilege had already been filed. The Brush com- 
pany were, therefore, masters of the situation. With 
no opposition from either gas or rival electric light 
companies, the only limit to their charges need be 
what the Council would stand. 
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The present system of lighting in Detroit consists 
of one hundred and twenty-two towers, carrying 
four hundred and eighty-nine arc lights, one hun- 
dred and twenty-one pole lights and fifteen lights in 
the city hall and market, a total of six hundred and 
twenty-five lights. Estimating an increase of one hun- 
dred pole lights and ten towers, the bid of the Brush 
company for three years from July 1, 1887, would 
amount to $427,380. At this point one of the city 
newspapers started the question of the city owning a 
plant and doing its own lighting. The Council took up 
the matter, and a public meeting aided the agitation. 
As a result of vigorous work and a mayor’s veto, the 
Brush company rearranged its bid so that the entire 
cost for the three years would reach $390,680, a sav- 
ing of $36,700. At this price the contract was again 
passed over the veto, and the Brush company will 
light the city till 1890. 

Under this bid the city will pay the Brush com- 
pany $188.70 per light per year for the old lights; 
fifty cents per light per night for “foliage” 
lights burned during the summer only, and sixty 
cents per light per night for new tower lights as 
they may be ordered. This price is the lowest, at 
present, attainable on a long-time contract in a city 
where competition is, from the nature of things, 
impossible. The Brush company have more than 
paid for their towers during the past three years, 
and are now thoroughly intrenched behind the 
tower-system. 

The question now is, can the cost to the city be 
further reduced? In this connection it is interesting 
to notice what other cities are paying for their elec- 
tric lights. The figures given below have been 
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gathered directly from the city officials by the 
Detroit Evening Journal, which paper has used them 
as they were received, but has never tabulated them 
completely. 

It may be added, that the reports from other cities 
show that the experience in putting in electric lights 
for street lighting purposes has been similar to that 
in Detroit. The change has been strenuously fought, 
and ‘‘city fathers’’ all over the country have, it is 
believed, lined their pockets during the fight. 
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In the above table B. stands for the Brush system; T.-H. tor the Thomson- 
Houston; J. for the Jenney; A. for the American; U.S. for the United States, 
and Ex. for the Excelsior. Where no system is indicated none is reported. 
Where lights are not burned every night 2-15 is added to the cost to make allow- 
ance for mvonlight nights. This happens in few cascs. 


In October, 1886, Bay City, Mich., began investi- 
gations which led to the purchase of an electric light 
plant and the creation of a bureau of management. 
At the expiration of six months it was found that 
the cost of operating was on the basis of forty-two 
dollars per light per year, whereas the city had been 
paying the Swift company one hundred dollars per 
light per year. 

Lewiston, Me., owns its plant and by the use of 
water-power has reduced the cost to fourteen cents 
per lamp per night, or fifty-one dollars and ten cents 
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per year. The plant for one hundred arc lights cost 
$14,500; the cost of construction was four hundred 
and fifty dollars per running mile. The price paid 
under contract was from fifty-five to sixty-five cents 
for lights burning only till midnight. Now, at a 
cost of fourteen cents each, the lights burn all night. 

Ypsilanti, Mich., has just put into operation the 
Jenney system, the guarantee being that for $3,000 
per annum the city will be lighted better than by 
gas that had cost $2,800 a year. ones 

Madison, Ind., lights five square miles with eighty- 
one lights owned and operated by the city. The 
plant, entire and complete, including the power, was 
built at a cost of $18,500, and is operated at an 
annual expense of $4,500. The Jenney system is 
used and the lights burn all night, at a cost of $55.55 
per light per year. 

Rochester, N. Y., has six hundred and seventeen 
Brush and Rochester company lights and seven 
hundred Edison (twenty candle-power) lights, for 
which the city pays to the Brush company, on an 
average, one hundred and four dollars per light per 
year; to the Rochester company one hundred and 
four dollars and seven cents, and to the Edison com- 
pany eighteen dollars and twenty-five cents. The 
contract is for five years, and the cost of the Brush 
light decreases each year and that of the Edison 
company increases. 

Terre Haute, Ind., operates two hundred and 
twenty-one Thomson-Houston lights at a cost of 
$88.33 per light per year, burning 2,500 hours a 


year. 
San Francisco lights only the outlying districts, 


paying five doliars and twenty-eight cents per night 
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for 16,000 candle-power lights and sixty-six cents 
for 2,000 candle-power lights. 

Cleveland pays ten and a-half cents per hour for 
4,000 candle-power lights on masts, and three and 
seven-tenths cents per hour for pole lights. 

In Toledo competition brought the cost of lighting 
down from one hundred and sixty-five dollars to forty 
dollars per light per year. 

In London, Ont., the price has been cut down 
to twenty-eight cents per light per night by a sharp 
competition between the Brush and the Thomson- 
Houston companies. 

From the foregoing discussion and tables it would 
appear that in the nine years since electricity was 
first used to light streets in Paris, this form of light- 
ing has largely superseded gas for public lighting; 
that in the large majority of cities the principle of 
competition is inoperative, either because of a division 
of territory among the companies, or because there 
is but one company; that where there is competition 
the price of electric lighting has been reduced to a 
fraction of its former cost; that cities which own 
their plant are able to effect large savings in the 
expense of lighting; that the letting of contracts 
to electric light companies is apt to be a prolific 
source of corruption. 

There are two objections to the city owning a 
lighting plant. One is the sentimental theory that 
government should be reduced to a minimum. The 
other is that dishonesty is likely to creep into city 
boards. Without stopping to answer the first objec- 
tion, it may be said in reply to the second that dis- 
honesty is more apt to occur in letting contracts than 
in board management, and that in most cities, as in 
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Detroit, the boards of water, park, police commis- 
sioners and the like, are both honest and capable. 

After all is said, the fact remains that the problem 
of municipal government is to provide the maximum 
of comfort to all citizens at the minimum expense. 
In the matter of public lighting it would appear that 
this is attainable only by the city owning its own 
electric light plant. 











Municipal Revenue From Street Railways 


BY DAVIS R. DEWEY, PH. D., 
MASSACHUSETTS INSTITUTE OF TECHNOLOGY. 


There is no historical precedent in the United 
States for including street railways under the title of 
municipal public works. No city in this country has 
undertaken to manage street railways either for 
public service or municipal profits; indeed, there is 
more reason, as far as experience goes, for including 
steam railways in that category of public works 
which includes markets, water-works and gas trysts. 
A very large number of American cities do con- 
struct and operate their water-works; a few man- 
age gas trusts, but none build and run street 
railways. Although street railways have never 
been treated as public works or municipal prop- 
erty, they have, nevertheless, been singled out as 
objects for special taxation for the purpose of 
special revenue ; and a reference to the history of 
the earlier period of chartering such undertakings 
proves that, some thirty or forty years ago, many of 
the American municipalities did regard municipal 
ownership as a possible contingency. By the charter 
of the Metropolitan Railroad, of Boston, granted in 
1859, the cities of Boston and Roxbury were given 
the right, at any time during the continuance of the 
charter of the corporation, to purchase all the fran- 
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chise, property, rights, and furniture of the corpora- 
tion. Again, in Baltimore, by the terms of an 
ordinance passed in 1859, the city reserved the 
privilege, within two years after the expiration of 
fifteen years to purchase the property of the railway 
company, and it still possesses that privilege at the 
end of every fifteen years. So, in St. Paul, under 
the original grant of 1872, the city could, upon 
fulfilling certain terms, purchase the road after the 
expiration of ten years. This right was, however, 
waived by the city government of St. Paul at the 
end of that period, and this act has been confirmed 
by the legislature of the state of Minnesota. But 
one more illustration need be given. In New Orleans 
the property of each railroad, at the expiration of 
twenty-five years of enjoyment of the franchise, 
reverts to the city according to a valuation made by 
the goint parties interested. 

It is obvious that most of the methods which have 
thus far been applied to raise this special revenue 
have no standing or significance whatever in any 
logical or comprehensive scheme of municipal finance. 
They are, as a rule, only accidental hap-hazard 
practices, characterized by little forethought or 
reason. A little revenue here, or a little there, 
to piece out the general tax on property valuation, 
is the principle generally followed. A few hundred 
or thousand dollars may thus be collected from street 
railway companies,—a trifling sum in comparison 
with the total municipal budget. In a few instances, 
however, a different principle appears to prevail, 
where the city obtains a certain percentage of the 
receipts; and in these instances it is possible to 
discover points suggestive to the student of finance. 
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Before proceeding to a description of these methods 
in detail, it is best to state briefly the actual legal 
position of the street railway companies and their 
relation to municipalities at the present time. Char- 
ters and state statutes check the municipal financier 
at every point; for, in general, a municipality can 
undertake no financial operations not specifically 
delegated to it by the power granting the charter. 
It has accordingly been generally held that street 
railways cannot derive their powers from city 
authority, but must resort to state legislation for 
primary indorsement and grant of privileges. Thus, 
in 1856, the Court of Appeals of the state of New 
York decided that the city of New York was not, 
by virtue of its general powers over the streets of 
the city, authorized to grant the right to construct a 
railway in one of the streets of the city for the trans- 
portation of passengers, for private gain. So, in 
Pennsylvania, the city of Philadelphia has no power, 
by ordinance or otherwise, to regulate passenger 
railway companies, unless authorized so to do by the 
laws of the commonwealth, in terms expressly relating 
to passenger railway corporations in that city. Such 
is the practice elsewhere; and, in general, it may be 
said that street railway companies derive their 
existence either from special acts of the legislature, 
or are built under a general railway act. 

It is indeed possible for city authorities in some 
cities to control the construction of the street rail- 
ways, and therefore possible, in a measure, to carry 
out a radical financial policy. In both New York 
and Pennsylvania, for example, it is provided that 
no street railway shall be constructed without the 
consent of the local authorities,—and in the grant of 
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this permission a bargain might be made which 
would practically result in the framing of a charter 
by municipal authority. Similar provisions are found 
in the state constitutions of Alabama, Colorado, 
Missouri, Texas and West Virginia. 

The general taxing power of a city over street 
railway property may best be stated in the language 
of Mr. Dillon in his work on Municipal Law; although 
it is to be remembered that the legal status of these 
companies varies greatly in different states. 

‘*The property of a street railway,’’ Mr. Dillon remarks, “in- 
cluding its road-bed situated within the limits of a municipal cor- 
poration, is ordinarily subject to its taxing powers, and, if no differ- 
ent provisions be made, it has been held that street railroads may 
be taxed as real estate. An exclusive municipal grant to such a 
railway company, to use the streets in the municipality, does not 
exempt it from municipal control, nor deprive the municipal au- 
thority from the right otherwise existing to require the company to 
pay a license tax. Nor does the payment of a tax, or license, of a 
specified sum or amount on each car employed by a city railway 
company, to the city, as required by the contract between the com- 
pany and the city, in which certain privileges are secured to the 
city, exonerate the company from the payment of an ad valorem 
tax on its property, horses, stables and shops, which are assessable 
for municipal purposes.’’? 


The foregoing passage is a broad statement which 
will stand for a generalization. Nevertheless, codes, 
which are higher than the expression of municipal 
will, in some states check the taxing power. In 
California the civil code provides that the license fee 
cannot be more than fifty dollars upon each car per 
annum in the city of San Francisco, nor more than 
twenty-five dollars in other cities or towns. With 
these explanatory paragraphs it is possible to proceed 


‘Dillon, second edition, section 628. 
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intelligibly to the consideration of the present exist- 
ing methods of obtaining special revenues from 
street railways. 

An analysis of the replies made to the circulars 
sent out by the committee shows that there are eight 
different ways in use in American cities. These are 
as follows : 

1. Ordinary taxation of real and personal property. 

2. Car licenses ; either according to the number of 
cars, or to the inside measurement or car-length. 

3. Licenses from drivers. 

4. General license on street railways. 

Taxation of dividends. 

Percentage of net or gross receipts. 
Sale of the franchise. 

Rent of the franchise. 

There are two other forms of conditions which 
municipalities have applied to street railways which 
may be included as indirect methods of securing a 
revenue to the public from the profits of the com- 
panies. The first is a condition requiring the compa- 
nies to construct bridges, and pave and keep streets 
in good repair; the second is the practice of selling 
periodically the franchise to the company which will 
reduce the fare to the lowest rate. By the first 
requirement the city secures, free of expense, no 
inconsiderable amount of improvement upon streets. 
In Cleveland, the railway companies are required to 
pave five feet for each track, and four feet between; 
in San Francisco the companies are obliged ‘‘to plank, 
pave, or macadamize the entire length of the street 
used by their track, between the rails and for two 
feet on each side thereof, and between the tracks, if 
there be more than one, and to keep the same con- 
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stantly in repair, flush with the street, and with 
good crossings.’’ In nearly all of the charters which 
have fallen under the observation of the writer, some 
such provision is made. The commissioners of the 
District of Columbia in their report for 1886 call 
attention to the fact that in Baltimore the city has 
required the companies in paving between their 
tracks and rails to use comparatively smooth blocks, 
either of granite or asphalt, and they complain that 
no such provisions are in force in Washington. 
Repaving the streets is also generally included; in 
some cases even the construction of bridges, as in 
Philadelphia, where it is reported that one of the com- 
panies has contributed $100,000 towards erecting 
bridges over the Schuylkill river, on condition, how- 
ever, that the company should have exclusive right to 
use these bridges for passenger railway purposes. A 
further illustration on this point may also be taken 
from the experience of Philadelphia. In 1886 the 
mayor of that city vetoed an ordinance making an 
appropriation of $70,000 for improved pavements on 
streets occupied by passenger railways. The ordi- 
nance under which the street railway franchise was 
granted, provided ‘that all railway companies shall 
be at the entire cost and expense of maintaining, 
paving, and repairing and repaving that will be 
necessary upon any road, street, avenue, or alley 
occupied by them.’’ The mayor accordingly reasoned 
that there was nothing in the law to prevent the 
adoption by the city of improved pavements, and 
that there was nothing to relieve the railway com- 
panies from the expense of putting down such pave- 
ments and keeping them in repair. 

As to the other provision, requiring the disposal of 
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the franchise to the companies which will offer the 
lowest rates of fare, there is little to be said. The 
charters of some of the Cleveland companies are, it 
is believed, the only ones which have incorporated 
such provisions. 

Of the eight methods first enumerated that of 
revenue from ordinary taxation may be briefly dis- 
missed. This provides for the taxation of the stock 
of companies in the same manner as other stock is 
assessed and levied upon. Occasionally the road- 
bed is taken into consideration in the valuation, and 
in exceptional cases the plant invested in the rails. 
In San Francisco an attempt is made to tax the 
franchise itself. According to a report published in 
‘‘ Bradstreet’s”’ there ‘‘is no fixed rule to determine 
the valuation in that city, but it is supposed to be on 
the basis of deducting the taxed value of the real 
and personal property of the company from the 
aggregate value of the stock as shown by the sales 
of the first Monday in March of each year, and 
assessing the difference in value as the valuation of 
the franchise.’’ There is little difference in principle 
between any of the three following methods: Car 
licenses, licenses from drivers, or a general street 
railway license. The first of these is by far the most 
general in use, but none of them are applied in a 
way which warrants them as deserving a very 
respectful consideration as financial expedients. 
There is no uniformity whatever in the rate of the 
licenses, the sum ranging, according to reports re- 
ceived, from two dollars and fifty cents per car in 
Springfield, Illinois, to fifty dollars in Louisville, 
Philadelphia and Chicago. Such sums are too petty 
to be seriously considered as a source of municipal 
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revenue. In Cleveland, Denver, Chattanooga, Mil- 
waukee and St. Paul the license is but ten dollars; in 
St. Joseph and San Francisco, fifteen dollars; in 
Savannah, twenty dollars; and in Little Rock, twenty- 
five dollars. In seven cities in Pennsylvania, (Allen- 
town, Chester, Erie, Harrisburg, Lancaster, Scranton 
and Williamsport) a special license is required. Cin- 
cinnati has adopted a different method of calculation 
by requiring a license fee of four dollars per linear 
foot, inside measurement of the cars. 

No city, as far as can be learned, obtains any 
revenue from street railways by a tax on dividends. 
This, when levied, is a state tax, and can therefore 
be dismissed from consideration here. 

We now arrive at the system of requiring the 
payment of a certain percentage of gross receipts, or 
of the net earnings of the railway companies, into 
the city treasury. The city of Baltimore presents 
the best illustration of this practice. In 1859, in the 
ordinance granting the franchise to the first street 
railroad company in that city, a provision was incor- 
porated requiring the payment of twenty per cent. 
of the gross receipts of the company to the franchise 
and maintenance of public parks. It is said that 
this was the first time that an American city availed 
itself of the value of such a franchise. Since that 
year this rate of twenty per cent. has been cut down 
to nine per cent., and frequent attempts have been 
made to change the base of reckoning from gross to 
net receipts. As a result of such a policy the city 
of Baltimore has secured for its park system during 
the past ten years an average of $100,000 a year. 
In Cincinnati the railroad companies pay to the city 
two and a-half per cent. upon their gross earnings, 
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and in Mobile, Alabama, the company which was 
first organized agreed to pay one per cent. of its total 
receipts in lieu of all other taxes. Here it is to be 
remarked that all such methods of acquiring revenue 
need to be carefully studied, for, in consequence of 
the addition of some such provision, the companies 
are often relieved of all other burdens. 

The last method to be described is the sale of 
franchises. The city of New Orleans appears to 
have had a consistent experience in the practice of 
selling street railway franchises for municipal profit. 
Through the courtesy of the comptroller of that city 
the writer has been furnished with copies of city 
ordinances going back to 1879, which clearly illus- 
trate the methods followed. In 1879 the Admin. 
istrator of Commerce was authorized to advertise in 
certain journals in New York, Philadelphia, Boston, 
Chicago and St. Louis, for sealed proposals for the 
purchase of the franchises of three lines. The fran- 
chises were to run until January, 1906, a term of 
twenty-five years. This was done, and most careful 
specifications were affixed, indicating the conditions 
of the sale and the obligations which must be assumed 
by the purchasers of the franchise. The highest bid 
received. was $630,000, from the New Orleans City 
Railroad Company: and in accordance with the 
terms of the sale the franchises were delivered upon 
the cash payment of that sum. In 1883 an extension 
of time was granted for a term equal to the number 
of years of the other franchise, but in return the 
company bound itself to pave the city portion of the 
streets over which the extension was made, with 
such pavement as the city might select. In 1881 
$300,000 was paid by the St. Charles Street Railway 
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Company for franchises, and again in 1882 a right of 
way was sold to another company, on condition that 
it pave certain streets at a cost apparently of about 
the same sum. Other more recent ordinances show 
that this policy is still maintained. In 1886 nearly 
one-eighth of the total expenditures for the year 
was met by the sale of one of these franchises. 

In the early history of railway legislation in New 
York there were instances where the city obtained a 
certain share of gross receipts, as well as a license 
fee for each car. This was especially the case with 
certain grants made to the New York and Harlem 
Company, when ten per cent. of the gross receipts 
on certain extensions was secured by the city. 

The recent discussions and agitation in New York 
over this question are probably familiar to all. In 
1884 a law was passed by the state legislature giving 
the aldermen the option of selling franchises at auc- 
tion to the highest bidder if they saw fit to do so. 
This, however, was not compulsory and, in the words 
of the chief magistrate of that commonwealth, ‘the 
aldermen refused to permit the city to avail itself of 
the power to dispose of the franchise of Broadway 
for what it would realize at an honest public sale, 
and without exacting a dollar’s compensation gave 
the franchise away to a corporation that had pur- 
chased a majority of the votes by which the outrage 
was consummated. All this was done against the 
protest of the citizens and in spite of the fact that 
millions had been offered the city by responsible 
parties for the same franchise.’’ In 1886 another 
bill was passed, remedying this defective legislation 
and compelling the authorities to sell at auction to 
the highest bidder. This bill provided that the fran- 




















nv 


561] Municipal Revenue from Street Railways. 67 


chises must go to the bidder offering the largest 
percentage of gross receipts. In accordance with 
this the sales of the franchises for two distinct routes 
in New York city were advertised to be sold on 
April 14, 1887. The sales were however postponed 
and re-advertised for May 31. On that day bids 
were received, and for the Twenty-eighth and Twen- 
ty-ninth street franchise a premium of twenty-six 
and two-tenths per cent. was bid, and for the Fulton 
street cross-town franchise thirty-five per cent. In 
addition to the payment of a percentage of the gross 
receipts, as required by the law of 1886, it is dis- 
tinctly declared in the recent notice of the sale of 
franchise that the purchaser will be liable to pay 
annually into the city treasury, for the first five 
years three per cent., and thereafter five per cent., of 
the gross receipts as required by the law of 1884. 
It should be noticed, however, that the requirement 
of a percentage of gross receipts as uniformly applied 
to all companies, young or old, wealthy or struggling, 
is by no means just. In Baltimore, for example, 
some of the roads which have been long established, 
and which have the best paying traffic, could well 
afford, judging from the continued high rate of 
dividends, to pay more than nine per cent., while 
other corporations which cover districts not so densely 
populated, and which are not yet strongly established, 
find it difficult to pay any percentage whatever, and 
and in some cases show repeated deficits in their 
budgets. Such a rule, not rationally applied, will 
certainly hinder néw extensions of lines. 

We now come to the last method enumerated,— 
that of rental. In Providence, in addition to the 
customary taxes, the city council levies an annual 
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assessment amounting to $8,000. This is an arbitrary 
sum and can be changed at will. This tax, though 
nominally laid as a compensation for use or rent of 
the streets, practically amounts to a franchise tax. 
At first there was some controversy over the pay- 
ment, but the courts have finally decided that the 
assessment is lawful. 

In addition to the data which have just been 
stated there is little to be said. Except in New 
York there is almost no popular sentiment in favor 
of making the municipality an owner or partner in 
street railway undertakings. Boston has recently 
had an opportunity to make such conditions if she 
would,—but such a suggestion hardly came to the 
surface in the prolonged discussion which has taken 
place in regard to street railway management. Radi- 
cal changes have been made in Chicago, but there has 
been no attempt to give the city greater control. It 
is therefore probable that, for a considerable term of 
years at least, the cities of the United States will 
continue the policy of giving their streets to corpora- 
tions which can control the most votes, without 
regard to the financial interests of the public. 











Powers of Municipalities Respecting Public Works. 


BY FRANK J. GOODNOW, ADJ, PROFESSOR OF ADMINISTRATIVE LAW, 
SCHOOL OD POLITICAL SCIENCE, COLUMBIA COLLEGE. 


The governmental functions which are often dis- 
charged in cities are of two distinct classes. They 
first, relate to the general goverment of the country 
and second, are purely local in their character. The 
general functions are those relating to the policy of 
the state at large; in detail, those affecting its politi- 
cal organization and civil administration, in matters 
of education, of provision for the poor, of military 
organization, of the means of travel and transport, 
and especially for the general administration of jus- 
tice. But these are not the only functions or even 
the most important which a city must discharge; 
for while the inhabitants of a thickly populated dis- 
trict feel the need of most of these branches of the 
administration as much as those of the rural dis- 
tricts, they have other distinctly local wants, which 
arise from the mere fact of the greater density of 
the population. As Judge Dillon has said in his 
work on Municipal Corporations: «‘The primary and 
fundamental idea of a municipal corporation is an 
agency to regulate and administer the internal con- 
cerns of a defined locality in matters peculiar to 
the place incorporated, or, at all events, not com- 
mon to the state at large or people.” 
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In many cases this distinction is so marked as to 
cause a complete separation of these two classes of 
functions. To the administrative districts of the 
state is given, even where there exists within them 
a city organization, the control of those matters 
which, it is believed, affect the state at large and 
not the locality, while the city attends to its local 
affairs only. But in others, the state has seen fit to 
transfer to the city organization, created mainly for 
purely local purposes, the administration of these 
matters of general interest. We have thus the dis- 
charge in a given locality of these two classes of 
functions. It is necessary to keep this fact in mind, 
as on it depends the other fact that in all states the 
central govenment has considered it necessary to 
reserve to iself a certain control over the actions of 
the municipalities. The central government cannot, 
on account of the great interests at stake, afford 
to give the municipalities free hand in the perform- 
ance of all their functions. Those which affect the 
interests of the state at large, such as the preserva- 
tion of the peace, the administration of justice, the 
care of the public health, public charity and public 
education, must be discharged in such a way that 
the central government may exercise a restraint 
over the actions of the localities, else disintegration 
would follow and we should reach the political con- 
dition of the feudal state. On this account the cen- 
tral government either takes into its own adminis- 
tration the care of these matters or exercises a con- 
trol over them which aims at securing uniformity 
and preventing the abuses which are apt to arise 
from local selfishness. All other matters attended 
to by municipalities are really local in their charac- 











565] Powers of Municipalities Respecting Public Works. 1 


ter; and in a scientifically arranged system of gov- 
ernment they will be regulated mainly by the 
localities which they affect, if recognition is given 
to the truth of the principle that localities, like 
individuals, know best what they need and how to 
minister to their needs. By this I do not mean that 
the state is to give the localities perfect freedom of 
action. On the contrary, as the satisfaction of these 
wants requires the expenditure of money, and as the 
purse of the state, as a whole, is composed simply of 
the aggregate of the purses of the localities, it is 
necessary in order to prevent a possible depletion of 
the pecuniary resources of the state, that it reserve 
to itself the power to prevent an extravagant locality 
from making a foolish expenditure, or one which is 
beyond its powers. This, then, is the line along 
which the central control over municipalities will 
run in a country in which the principles of politi- 
cal science have been followed in its administrative 
law. The actions of the localities must be subject 
to a central control, in so far as they affect the policy 
of the state at large, or the financial administration 
of the localities themselves. 
This control may be exercised in two ways: 


First—The state may, by its laws, grant to the 
localities a very wide freedom of action, but may 
make the consent of its executive officers necessary 
for the validity of the acts of the local bodies, which 
affect directly the branches of the administration to 
which we have alluded. This kind of control has 
often been called the administrative control, and the 
states, in which it has been the most developed, are 
often called highly centralized states. 
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Second—tThe sphere of action of the localities may 
be fixed in detail by law, but within their sphere 
they may be completely free from any control to be 
exercised by the executive officers of the state. It 
thus appears as if there were no control at all over 
the actions of the localities; but as their sphere of 
competence is so narrow, and as the principle of law 
is often adopted that a locality must show some 
express authority of law for every thing that it does, 
it really follows that there is here a much smaller 
degree of freedom of action than in those states in 
which the administrative control exists, and where 
at first sight it appears as if there were so little local 
autonomy. 

This latter plan has been followed in the main in 
this country. 

The law states in detail what a municipal corpora- 
tion may do, and requires that it have an express 
power to act, else its action is ultra vires and void, 
unless the power which it is desired to exercise is to 
be derived by necessary implication from the express 
powers conferred. Judge Dillon, the American au- 
thority on this branch of our law, gives a good state- 
ment of the powers of American municipal corpora- 
tions in his book on that subject, from which I have 
already quoted. He says: 

“Tt is a general and undisputed proposition of law, that @ 
municipal corporation possesses and can exercise the following pow- 
ers and no others: First, those granted in express words; second, 
those necessarily or fairly implied in or incident to the powers 
expressly granted; third, those essential to the declared objects 
and purposes of the corporation, not simply convenient, but indis- 
pensable. Any fair, reasonable doubt concerning the existence of 
power is resolved by the courts against the corporation, and the 


power is denied. Of every municipal corporation the charter, or 
statute by which it is created, is its organic act. Neither the corpo- 
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ration nor its officers can do any act, or make any contract, or incur 
any liability, not authorized thereby. Ali acts beyond the scope of 
the powers granted are void.’’...... “These principles are of tran- 
scendent importance, an‘j lie at the foundation of the law of munici- 
pal corporations.”’ 


We must, then, in accordance with the law of this 
subject, go to the charter, or statute governing the 
corporations, if we would know what are the powers 
of our American cities. What now is that law ? 

In answering this question I shall attempt to treat 
only of the various general laws for the incorpora- 
tion of municipalities, since it would lie far beyond 
the limits of time allowed me to treat of the various 
special charters. The constitutions of eleven of the 
United States enact that the Legislature shall pro- 
vide for the incorporation of cities by general law. 
In all of the general laws passed as a result of these 
provisions, we find a long enumeration of the powers 
which the municipalities may exercise, but seldom, 
if ever, any general grant of local governmental 
powers. The most important power which a city can 
have is the power to establish and maintain institu- 
tions and enterprises of a distinctively public char- 
acter, and of special benefit to its inhabitants. Such 
institutions are, e. g., water and gas-works. Let us 
see, now, how general is the power to carry on such 
enterprises: I have found that only three of the states 
which have enacted these general laws allow their 
municipalities to erect or operate gas-works. These 
are the states of Missouri, Ohio and Georgia. Nine 
permit their municipalities to construct and operate 
water-works. These are the states of Arkansas, 
California, Georgia, Illinois, Kansas, Michigan, Mis- 
souri, Nebraska and Ohio, while two (the states of 
Florida and Nevada), have not granted’ either of 
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these powers in their general laws for the incorpora- 
tion of cities. In regard to the matter of water- 
works, it should be said, however, that a city having 
the power to pass ordinances respecting the police of 
the place, and to preserve the public health, has im- 
pliedly the power, by the decisions of several of the 
state courts, to procure a supply of water, and is the 
judge of the mode best adapted to accomplish this 
object. As this is a power given by many of the 
charters and special laws, it would seem to be gener- 
ally recognized that cities may maintain water-works. 
What has been said of the general laws is also true 
of the charters of individual cities. Everywhere we 
find the same enumeration of the powers to be exer- 
cised—the same jealousy of any general grants. 
These are some of the instances of how far the leg- 
islatures have seen fit to go in the granting of local 
powers to municipalities, and will give an idea of 
how narrow is the sphere of action of our American 
cities. But while the original sphere of action of 
the cities is very small, within that sphere they may 
act with great freedom. Seldom do we find that their 
acts, in order that they may be valid, need the ap- 
proval of an executive officer. 

Of course few cities could be governed well, or 
even at all, while possessing so few powers. In order 
to be of much service to their inhabitants, they are 
obliged at almost every turn, when permitted by the 
state constitution, to go to the legislature to obtain, 
by special act, an enlargement of their powers. This 
habit has resulted in some of the states in a regula- 
tion by the legislature by means of special legisla- 
tion of many of the local affairs of the cities within 
the boundaries of the state, and to the putting for- 
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ward of the claim by the legislature to decide, e. g., 
what streets shall be paved, what expenses a city 
shall make even for its own purely local matters, such 
as the salaries of its own officers, etc., and even to 
appointment of officers. This habit of special legis- 
lation has led the legislature often not only to grant 
the cities power to act in cases which are not enu- 
merated in their charters, but also to positively im- 
pose burdens on them which cannot be justified by 
any principles of fairness or even of expediency. In 
order to stop this habit of special and local legisla- 
tion, and to prevent the legislature from forcing the 
cities into enterprises which they do not desire to 
undertake, the constitutions of several of the states 
oblige the legislature to provide for the incorpora- 
tion of municipalities by general law. 

The principle of law, requiring special authority of 
law for all acts of municipal corporations, has led 
further to the custom, and indeed to the necessity, of 
appealing to the legislature whenever it is wished 
to borrow money. It has often been supposed that 
this principle of law was a protection to municipal 
corporations, inasmuch as the legislature might re- 
fuse the authority to incur unwise debts. It has, 
however, proved of little or no advantage to them. 
The legislature has seldom refused the demand for 
authority to incur debts, so that many cities are now 
overburdened with debts which have originated in 
legislative authorization, if not in actual legislative 
compulsion. On this account in many of the states 
the constitution also provides that municipalities 
may not incur a debt which is larger than a certain 
proportion of its assessed valuation for the purposes 
of taxation, whatever may be the action of the leg- 
islature. 
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Such are in general the powers of American mu- 
nicipalities, and few they are, as you see. The sys- 
tem is one of minute legislative enumeration, and 
little or no administrative control. 

In England almost the same method of state con- 
trol over municipalities has been adopted as in 
the United States. But while the powers of cities 
have, as a general rule, been granted in detail by 
law, we find that Parliament has been much more 
generous in its grants than the average American 
legislature. The great Municipal Code is the Munici- 
pal Corporations Act of 1882. This has reference 
mainly to the organization of municipal corporations, 
and governs only those urban communities which are 
technically and legally municipal corporations. 

Perhaps right here I ought to explain the general 
plan of English municipal government. The munici- 
pal boroughs are the only strictly municipal corpora- 
tions. Whether a given aggregation of inhabitants 
is a municipal borough is dependent entirely on his- 
torical causes, on whether it has received a charter, 
but municipal government is not at all confined to 
municipal boroughs. The various public health acts, 
especially the last one—the Act of 1875—have given 
the power to thickly populated districts, on their own 
motion, or at the instigation or the Local Govern- 
ment Board at London, to form themselves into 
urban sanitary districts, with a board of health at 
their head as their municipal authority, which has 
almost all the necessary powers of municipal govern- 
ment. It not only has all necessary sanitary powers, 
from which it takes its name, but is in the eyes 
of the law a corporation; may make contracts and 
incur indebtedness, has the control over the streets 
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within the district, may supply water to its in- 
habitants as well as gas, and may pass police 
regulations for the prevention of fires and for the 
regulation of hackney carriages; in fact, has all the 
powers of local government. It has not, it will be 
noticed, any powers relative to the system of public 
education, public charity, the preservation of the 
peace, or to the judicial system, all of which branches 
of the administration are attended to by the regular 
administrative organs of the state at large. 

In addition to these urban sanitary districts there 
are also what are known as local government dis- 
tricts, which are very similar to the urban sanitary 
districts, but are governed by special charters and 
differ somewhat in the details of the administration. 

The Municipal Corporations Act of 1882 and the 
Public Health Act of 1875, to which I have already 
referred, enumerate in detail the powers of both 
these classes of municipalities and give them a com- 
paratively wide freedom of action in matters of purely 
local.concern. Thus one clause of the Public Health 
Act gives to all urban sanitary authorities (among 
which the borough or city authorities are included), 
the power to erect and construct water and gas-works 
in those cases in which there is no company author- 
ized by Parliament for such purposes, while another 
clause permits these same urban authorities to pur- 
chase the rights of existing water and gas companies 
with their consent. In several cases, however, where 
powers have been granted to municipalities of both 
the classes which we have mentioned, 7. e., general 
and local, their exercise is conditioned upon obtain- 
ing the consent of some one of the state authorities 
at London, whether the local government board or 
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the treasury, or is to be under state control. This 
is especially true of the power to incur indebtedness. 

Besides these acts, which confer powers embracing 
more or less the whole field of local government, there 
are acts of a somewhat special character, 7. e., acts 
which, though applying to all municipalities, confer 
only a single power. Such are the Labourers’ Lodg- 
ing Houses, The Artizans and Labourers’ Dwelling 
Houses, and The Artizans and Labourers’ Dwelling 
Houses Improvement Acts. These give the munici- 
palities very wide powers in the erection and carrying 
on of lodging houses and dwellings for the worxing 
classes. By these they may purchase lands and erect 
houses, and borrow money and carry on the business 
of renting out rooms in lodging-houses. In case of 
some of these powers, also, the approval of the treas- 
ury and of the local government board at London 
must be obtained. In one case, however, that of a 
general improvement scheme for the whole town, or 
of alarge district, when a large expenditure of money 
or the accumulation of a large debt is necessary, the 
municipality desiring to enter into such an under- 
taking must get its scheme confirmed by Parliament, 
also by means of a special act; of course, this plan 
does not prevent municipalities from obtaining other 
powers by means of special acts, but these are not so 
common as with us. But notwithstanding these 
large powers which municipalities possess, they are 
often compelled to apply to Parliament for special 


powers. 
It will be noticed that with this extension of the 


original powers of local government of cities, there 
has been formed an administrative control over them 
to prevent them from extravagant actions. 
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We have, therefore, in England a mixed system of 
enumeration of municipal governmental powers by 
law, and of the necessity of administrative approval 
by state authorities for certain important acts. 

In Germany the entire system of local government 
is completely dominated by the principle of the divis- 
ion into general and local functions, to which allusion 
has been made. While in our system the administra- 
tion of general governmental affairs has been given 
to officers who are chosen in the localities, in Germany, 
and especially in Prussia, matters of general govern- 
meni are attended to by officers chosen by the cen- 
tral government, while those affecting simply the 
localities are given into the hands of provincial and 
other local officers. This is true not only of the 
country at large, but also of the cities. In some of 
the larger cities like Berlin, the state has a special 
officer, known as the police president, who has to 
administer all matters of police in the wide sense of 
the word. All other matters of general interest are 
put into the management of the town council, whose 
members need the approval of the state government 
in order that their election or appointment be valid. 
In the smaller cities all matters of general interest 
managed by them, including police matters, are 
attended to by the town council. The decision as 
to purely local matters in all cities is given to 
another body—the municipal assembly elected by 
the citizens, and not subject to any state approval as 
far as their election is concerned. The decisions of 
this body to be valid must receive the approval of the 
state officers when they alienate town property, 
incur indebtedness or impose new or large taxes. 
Thisis almost the only direct control which is exercised 
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over the local affairs of the town, as the general prin- 
ciple has been adopted that cities may, as far as their 
resources allow, establish all sorts of institutions and 
engage in all kinds of enterprises which can further 
the material or intellectual welfare of their members. 

The only other method of control that exists results 
from the fact that the governmental powers within 
the cities are so distributed as to give to the assembly 
only powers of deliberation and decision, while the 
execution of their decisions is in all cases given to 
the town council and its president—the burgomaster. 
As his appointment is valid only when approved by 
the state government, and as he must by law refuse 
his consent to the execution of all those decisions of 
the municipal assembly or town council which exceed 
their powers, are in violation of the law or are not 
in accordance with the welfare of the state, as a 
whole, or of the locality in particular; and as in the 
case of his refusal to act, the matter in dispute to be 
finally decided by purely state officers, we find the 
central administrative control almost complete. 

We see thus that Germany has adopted the sys- 
tem of control which has been called the administra- 
tive control, and in accordance with which the 
legislature grants to the localities a wide freedom of 
action in local matters, but reserves to itself as 
represented in its executive officers the power to 
forbid their acting unwisely or extravagantly. 

In France very much the same system exists. The 
law in force is the Municipal Corporations Act of 
1884, and is the final step in a long process of 
administrative decentralization. By this law the 
principle is laid down that the municipal council 
elected by the citizens of the city, governs by its 
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decisions all affairs pertaining to the city. Such 
decisions are not subject to the approval of any 
authority except when this is made necessary by an 
express provision of law. That is, the presumption 
is always in favor of the city’s having the power to 
act of its own accord and subject to no direct con- 
trol. The cases which need the approval of some 
higher authority are enumerated in the law, and 
apply to such decisions as affect seriously the future 
financial condition of the city, or such as may de- 
range the general tax system of the country. For 
instance, decisions alienating or acquiring landed 
property, or making long leases thereof, or imposing 
heavy taxes or incurring debts, need the approval of 
some higher authority. As a general thing this 
approval is to be given by the Prefect, who is 
appointed by the central government, and in such a 
case acts as its representative. In a few cases the 
approval of the president of the republic is necessary. 
In very rare cases, as when a city desires to make a 
loan of over a certain amount, is a special act of the 
legislature necessary. Finally taxes may be levied 
only within limits fixed by the general council of the 
department, a representative body corresponding 
somewhat to our Board of Supervisors or County 
Commissioners. 

The system in France is, we see, one in which 
large municipal freedom is granted by law, while 
certain of the important acts relating to municipal 
affairs must, to be valid, receive the approval of the 
executive officers of the state. We have here again 
a system of administrative control. 

Such are the answers which are given by the most 
important modern systems of administration to the 
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first question on which I have been asked to report 
to you this evening, viz.: What are the powers of 
the modern city? From them we must conclude 
that foreign municipalities, especially those on the 
continent of Europe, have a much greater freedom 
of action than those in America. 

The second question on which the chairman of 
our Committee on Public Finance asked me to report 
is, What in general is the use which foreign cities 
have made of this greater freedom of action ? 

This question is one which an economist or a 
statistician rather than a lawyer should attempt to 
answer, but I shall endeavor to lay before you such 
few facts as I have been able to gather. 

In what follows I shall give statistics only in 
regard to the subjects of water-works and gas- 
works, and in one or two cases in regard to the 
matter of local tramways or horse railways. I must 
also beg indulgence for the meagreness of what 
I shall have to say in reference to the cities of the 
continent for which it is almost impossible to obtain 
any statistics at all. 

First, then, as to England. Here thestatistics are 
comparatively full and also reliable. The reports of 
the English board of trade and the local govern- 
ment board at London contain almost everything 
that we desire. We find in the Parliamentary papers 
of 1884-5, that in the year 1883-4 there were in 
England and Wales, out of a total number of 239 
municipal boroughs, 1,006 urban sanitary districts 
and 577 rural sanitary districts, 121 municipal bor- 
oughs, 220 urban sanitary districts, 4 joint boards 
for special purposes, 83 rural sanitary districts, which 
received money from water-works. 
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Of these the municipal borough of Manchester re- 
ceived the most, viz.: £218,678. 

Sixty-three municipal boroughs and 62 urban sani- 
tary districts had gas-works. The municipal bor- 
ough of Birmingham received the most money, viz.: 
£455,920. 

Out of 155 tramways in the United Kingdom, 27 
belong to local authorities. 

In the financial year 1883-4 the amounts of money 
received from water-works by municipal boroughs 
was £1,628,585; by urban sanitary districts £267,810; 
by rural sanitary districts £19,166. From gas-works 
the municipal boroughs received £3,056,559; the 
urban sanitary districts received £307,489. From 
tramways the municipal boroughs received £81,980. 
The urban sanitary districts received nothing from 
tramways, while the rural sanitary districts received 
nothing from tramways or gas-works. In this same 
financial year the outstanding loans were, for water- 
works, £25,297,301 by municipal boroughs; £3,096,847 
by urban sanitary districts; for gas-works, £11,378,834 
by municipal boroughs, £1,674,394 by sanitary dis- 
tricts; for tramways, £787,490 by municipal boroughs. 

The few statistics I have been able to obtain in 
regard to the cities in Germany, I have been obliged 
to pick up where I could find them, but unfortunately 
seldom out of public documents. 

Thus I find the statement in the Zeitschrift fir 
die gesammte Staatswissenschaft for the year 1875, 
vol, 34, p. 307, that all the water-works in Germany 
are city institutions. Originally Berlin and Frank- 
fort-on-the-Main formed exceptions to this rule, but, 
in.1873 and 1875 respectively, they bought up the 

companies and now control these enterprises. This 











84 Report of Committee on Public Finance. [578 


statement is made in an article on the subject of 
water-works written by a Dr. Hack. 

In 1887, out of a total number of 482 gas-works, 
220 were owned and operated by the cities. In 
Prussia, out of 277, 145 were owned and operated by 
the cities; in this state, further, the production of gas 
by the city works was considerably more than twice 
as large as that of the private works; further, the 
cities had over eighty-two million marks invested in 
gas-works, while only about twenty-eight million 
marks were invested by private companies. (Zetts- 
chrift des Kon. Preuss. Stat. Bureaus, volume 18, 
p. 453-68.) 

In France the cities seem to have imitated the 
state in the manner in which they have availed 
themselves of their privileges of local government. 
The way in which the state has treated the railway 
question is already well known to you all. It has 
granted to companies, which are practically monopo- 
lies, the right to buildand operate railways, reserving 
to itself the right to exercise an extensive control 
over both the technical and commercial operations of 
the companies through its executive officers. The 
same plan has been adopted by many of the cities. 
The city of Paris is a good example of this method 
of treatment. Let us take the administration of this 
city into consideration and see what this method is 
in its details. My authority for what will be said 
on this subject is a book called Administration de la 
Ville de Paris, edited by Mr. Maurice Block, and 
published in the year 1884. The city now owns all 
the water-works, some of which it has bought from 
a company called the Compagnie Générale des Eaux. 
This company formerly supplied water to certain of 














579] Powers of Municipalities Respecting Public Works. 85 


the small towns that at one time had a separate 
existence, but are now parts of the city of Paris. The 
city is the absolute and final judge as to what waters 
shall be used, and what shall be made use of for 
private, and what for public use. It constructs and 
maintains all the aqueducts, reservoirs and machinery 
necessary to bring the water into the city. It retains 
what water is necessary for the public consumption 
of the city, that is, for watering the streets and 
caring for the public buildings; but gives the com- 
pany all the water that is needed for private or house 
consumption. The duty is placed upon the company 
to conduct this water into the houses of the people 
desiring to use it, and the company is allowed to 
collect all the money coming from the rates that are 
charged for its use. This it must turn into the city 
treasury, retaining for its services a certain percent- 
age of its receipts. The contract of the city with 
the company fixes the rates that may be charged, 
and regulates the kind and price of the work which 
the company may do for those who take water from 
it. The contract with the company lasts till 1911. 

In the matter of the gas the city has reserved to 
itself less actual administration of the subject than 
in the case of the water. The gas franchise has 
been given to one company, known as the Compagnie 
Parisienne, which has a monopoly within the city. 
The city has reserved to itself the right to inspect 
the quality of the gas, which must have a certain 
illuminating power, and to indicate to the company 
what streets must be provided with gas mains, and 
to demand of the company a certain rent for the use 
of the streets, besides a tax of two centimes for 
every cubic meter of gas consumed in Paris. The 
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price of the gas to be furnished is fixed for both 
public and private consumption, and at the end of 
the time for which the franchise was granted all the 
works of the company become the property of the 
city. Provision is also made to prevent the company 
from increasing its capital stock beyond a certain 
limit, and for the payment of the bonded indebted- 
ness of the company before the city becomes the 
owner of the gas-works. 

The same rule has been followed in the granting 
of franchises to the omnibus and tramway compa- 
nies—that is, the city grants, as far as possible, a 
monopoly to the companies, but reserves to itself 
quite an important control over the actions of the 
companies. As far as the omnibus lines are con- 
cerned, the city is to share in the profits when they 
exceed a certain limit, and at the end of the time for 
which the franchise was granted becomes the owner 
Of all the property of the company which is used for 
the transportation of passengers. The tramway 
seems to be considered a matter which is to be of 
benefit to the general government, as well as to the 
city of Paris. The contracts entered into by the 
government with the departments or cities provide 
that, at the expiration of the franchise, the central 
government shall have the right to step into all the 
rights of the grantees of the franchise, and may take 
all the property from the local governments at a 
price fixed by experts, or may decide to have the 
rails removed and the streets placed in their original 
condition. 

This is then the degree to which foreign cities 
have availed themselves of their powers of local 
government. It would seem that the English munici- 
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palities have decided to take more matters into 
their direct administration than the cities on the 
continent, notwithstanding the greater powers which 
continental cities have by reason of the general 
clauses in the continental municipal corporations acts 
. giving the cities the right to do almost anything that 
can be of benefit to them. On the continent the 
German cities seem to have taken more matters into 
their administration than the French, while the 
French cities seem to prefer the method of adminis- 
tering public enterprises which is so characteristic of 
the entire French system, viz.: the granting of a 
monopoly with the reservation of public control and 
the final assumption by the state itself, or by some 
one of its administrative divisions, of the property of 
the company, while in the meantime it is to share in 
the profits of the franchise that has been granted. 
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